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INDEPENDENT AUDITOR'S REPORT

Monroe Community Mental Health Authority
Monroe, Michigan

We have audited the accompanying financial statements of the governmental activities
and each major fund of Monroe Community Mental Health Authority (the Authority), as
of and for the year ended September 30, 2005, which collectively comprise the
Authority’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Authority’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financ¢ial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective |financial position of the governmental activities and each major
fund of the Authority, as of September 30, 2005, and the respective changes in financial
position and cash flows, where applicable, for the year then ended, in conformity with
accounting principles generally accepted in the United States of America.

} ROSLUND, PRESTAGE & COMPANY, P.C.
3d8 GRATIOT AVENUE * ALMA « MICHIGAN « 48801
PHONE: 989-463-6123 * FAX: 989-463-4055




In accordance with Government Auditing Standards, we have also issued our report dated
February 13, 2006 on our consideration of the Authority’s internal control over financial
reporting and our test of its compliance with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of| our testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be
considered in conjunction with this report in considering the results of our audit.

The Management’s Discussion and Analysis on pages -V, and budgetary comparison
information on pages 28 - 29, are not a required part of the basic financial statements but
are supplementary information required by accounting principles generally accepted in
the United States of America. We have applied certain limited procedures, which
consisted principally of|inquiries of management regarding the methods of measurement
and presentation of the supplementary information. However, we did not audit the
information and express/no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Authority’s basic financial statements. The other
supplementary financial information listed in the table of contents, is presented for
purposes of additional analysis and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

éﬁ;ﬂ&’/ /\c.—M"OLV‘CO, éc‘

Roslund, Prestage & Company, P.C.
Certified Public Accountants

February 13, 2006
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BASIC FINANCIAL STATEMENTS -
GOVERNMENT WIDE FINANCIAL STATEMENTS




Assets

Liabilities

Net Assets

Current assets
Cash and cash equivalent
Accounts receivable, net

Statement Of Net Assets
September 30, 2005 and 2004

[72]

Due from other governmental units

Prepaid items
Total current assets

Noncurrent assets

Cash and cash equivalents - restricted

Capital assets - depreciabl
Capital assets - land

Total noncurrent assets

Total assets

Current liabilities
Accounts payable

e, net

Accrued wages and other |payroll liabilities

Due to other governmenta
Deferred revenue
Current portion of capital

Total current liabilities

Noncurrent liabilities

| units

leases payable

Capital leases payable, net of current portion

Compensated absences
Total noncurrent liabilities

Total liabilities

Invested in capital assets, net of related debt

Restricted for risk manage
Unrestricted

Total net assets

The Notes t

ment

Monroe Community Mental Health Authority

Governmental Activities

2005 2004
$6,273,926 $7.716,919
520,146 449,908
1,125,646 581,397
285,745 87,453
8,205,463 8.835,677
53,533 311,414
952,771 829,243
54,000 54,000
1,060,304 1,194,657
9,265,767 10,030,334
654,597 1,233,956
351,590 268,884
843,852 1,428,887
187,777 377,255
5,966 5,966
2,043,782 3,314,948
12,430 17,899
223,496 210,237
235,926 228,136
2,279,708 3,543,084
988,375 859,378
53,490 51,278
5,944,194 5,576,594
$6,986,059 $6,487,250

o the Financial Statements are an integral part of this statement.

1
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Assets

Liabilities

Fund balances

Monroe Community Mental Health Authority

Cash and cash equivalents
Accounts receivable, net

Balance Sheet
Governmental Funds
September 30, 2005 and 2004

Due from other governmental units

Due from other funds
Prepaid items

Total Assets

Accounts payable

Accrued wages and other payroll liabilities

Due to other governmental units

Deferred revenue

Total liabilities

Reserved for prepaid items
Unreserved

Total fund balances

Total Liabilities and fund balances

The Notes to t

3

General Fund

2005 2004
$6,273,926 $7,716.919
520,146 449,908
1,125,646 581,397
43 ;
285,745 87,453
$8.205,506  $8,835,677
$654,597 $1,233,956
351,590 268,884
843,852 1,168,751
187,777 377,255
2,037,816 3,048,846
285,745 87,453
5,881,945 5,699,378
6,167,690 5,786,831
$8,205,506 $8,835,677

he Financial Statements are an integral part of this statement.



Monroe Community Mental Health Authority

Reconciliation Of Fund Balances On The Balance Sheet For Governmental Funds
To Net Assets Of Governmental Activities On The Statement Of Net Assets

For The Year Ended September 30, 2005

Total fund balance - governmental funds $6,167.690

Amounts reported for governmental activities in the statement of
net assets are different because:

Capital assets used in governmental activities are not financial resources

and therefore are not reported in the funds.
Add: capital assets 2,427,262
Deduct: accumulated depreciation (1,420,491)

An internal service fund is used by management to cover the risk of
overspending the Managed Care Specialty Services Program contract.
The assets and liabilities of the internal service fund are included in
governmental activities in the statement of net assets.
Add: net assets of|governmental activities accounted
for in the internal service fund 53,490

Some liabilities are not due and payable in the current period and
therefore are not reported in the funds. Those liabilities consist of:

Deduct:  Capital leases payable (18,396)
Deduct: Compensated absences (223,496)
Net assets of governmental activities $6,986,059

The Notes to the Financial Statements are an integral part of this statement.

4




Governmental Funds

Monroe Community Mental Health Authority
Statement QOf Revenues, Expenditures And Changes In Fund Balances

For The Year Ended September 30, 2005 and 2004

Revenues

State grants

Department of community health contract

Adult benefit waiver
Title XX

Other state revenues
Total state grants

Federal grants

Contributions - local units
County appropriations

Charges for services
Medicaid - Washtenaw C
Medicaid - other
Client and third party pay
Other earned contract rev
Total charges for services

Interest and rents
Interest
Rents
Total interest and rents

Other revenues

Total revenues

The Notes

MH contract

enue

5

General Fund

2005 2004
$4,853,047 $4,061,143
287,777 346,870
8,874 8,874
16,353 16,461
5,166,051 4,433,348
474,556 398,653
997,803 997,803
18,263,944 17,365,927
145,656 291,466
178,858 93,995
193,965 166,783
18,782,423 17,918,171
168,032 87,819
23,448 23,711
191,480 111,530
5,934 400
25,618,247 23,859,905

to the Financial Statements are an integral part of this statement.



Statement O

Fo

Expenditures

Health & Welfare - Mental Health

Current:
Personnel costs
Operating expenditures
Capital outlay
Debt service

Total expenditures
Revenues over (under) ex
Other Financing Sources (Us

Operating transfers in
Capital lease proceeds

penditures

°S)

Total other financing sources

Excess Of Revenues And Other Sources

Over Expenditures And Oth

er Uses

Fund balance, beginning of year

Prior period adjustments

Fund balance, end of year

The Notes

Governmental Funds

6

Monroe Community Mental Health Authority
f Revenues, Expenditures And Changes In Fund Balances

r The Year Ended September 30, 2005 and 2004

General Fund

2005 2004
$8,959,033 $8,258,123
16,221,115 15,197,688

291,400 46,522
5,469 5,966
25,477,017 23,508,299
141,230 351,606

43 ;

- 29,831

43 29,831

141,273 381,437
5,786,831 5,484,020
239,586 (78,626)
$6,167,690 $5,786,831

1o the Financial Statements are an integral part of this statement.



Reconc¢

Monroe Community Mental Health Authority
iliation Of The Statement Of Revenues, Expenditures

And|Changes In Fund Balances Of Governmental Funds

Net change in fund balances - total

To The Statement Of Activities
For The Year Ended September 30, 2005

governmental funds

Amounts reported for governmental activities in the statement of activities

are different because:

Governmental funds report capital

outlays as expenditures. However,

in the statement of activities, the cpst of those assets is allocated over
their estimated useful lives as depreciation expense.

Add: capital outlay

Deduct: depreciation expense

Lease payments on capital lease obligations are an expenditure in the governmental
funds, but not in the statement of activities (where it reduces

long-term capital leases

An internal service fund is used by

payable).

management to cover the risk of

overspending the Managed Care Specialty Services Program contract.
The net revenue (expense) of the fuind attributable to those funds is

reported with governmental activit
Add: net revenue (expe

es.
nse) from governmental internal service fund

Some expenses reported in the statement of activities do not require the
use of current financial resources and therefore are not reported as

expenditures in the funds.

Deduct: increase in accrual for compensated absences

Other adjustments

Change in net assets of government

The Notes t

al activities

> the Financial Statements are an integral part of this statement.
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$141,273

291,400
(158,960)

5,469

2,212

(13,259)

(8,912)

$259,223



Monroe Community Mental Health Authority
Statement Of Net Assets

Proprietary Funds
September 30, 2005 and 2004

Internal Service Funds

2005 2004
Assets
Cash and cash equivalents $53,533 $311,414
Liabilities
Due to General Fund 43 -
Due to other governmental units - 260,136
Net Assets - Restricted $53,490 $51,278

The Notes to the Financial Statements are an integral part of this statement.
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Monroe Community Mental Health Authority
Statement Of Revenues, Expenses And Changes In Fund Net Assets

Proprietary Funds

For The Year Ended September 30, 2005 and 2004

Internal Service Funds

2005 2004

Non-operating revenues (expense)

Interest income $2,255 $4,084
Operating transfers

Transfers to General Fund (43) -

Transfers to other governmental units - (260,136)

Change in net assets 2,212 (256,052)

Net assets, beginning of|year 51,278 307,330

Net assets, end of year $53,490 $51,278

The Notes to the

+ Financial Statements are an integral part of this statement.
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Monroe Community Mental Health Authority

For Th

Cash flows from operating

Cash flows trom noncapit
Operating transfers out -

Cash flows from investing
Proceeds from interest ¢

Net increase (decrease) in
Cash and cash equivalents
Cash and cash equivalents
Reconciliation of operatin

by (used for) operating act
Operating income (los

Net cash used by operating

The Notes to the

Statement Of Cash Flows
Proprietary Funds
e Year Ended September 30, 2005 and 2004

Internal Service Funds

2005 2004

y activities - -

al financial activities

- other funds ($260,136) ($1,145,478)
activities

arnings 2,255 4,084

cash (257,881) (1,141,394)
, October 1 311,414 1,452,808

, September 30 $53,533 $311,414

g income to net cash provided
ivities:

5) - -

y activities - -

Financial Statements are an integral part of this statement.
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Assets

Investments

Liabilities

Net Assets
Restricted

Monroe Community Mental Health Authority

The Notes to the |

Statement Of Fiduciary Net Assets
September 30, 2005 and 2004

Post-employment Benefits

2005 2004
$1,525,294 $1,593,791
$1,525,294 $1,593,791

Financial Statements are an integral part of this statement.
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Monroe Community Mental Health Authority
Statement Ot Changes in Fiduciary Net Assets
For The Year Ended September 30, 2005 and 2004

Post-employment Benefits

2005 2004

Investment Earnings

Net increase (decrease) in

fair value of investments $77,023 $112,125

Total additions 77,023 112,125
Deductions

Benefits (135,143) (77,967)

Administrative and jgeneral expenses (10,377) (10,582)

Total deductions (145,520) (88,549)

Change in net assets (68,497) 23,576

Net assets, beginning of year 1,593,791 1,570,215

Net assets, end of year $1,525,294 $1,593,791

The Notes to the

Financial Statements are an integral part of this statement.
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NOTES TO THE FINANCIAL STATEMENTS
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1.

The accounting policie

SUMMARY OF

onroe Community Mental Health Authority

Notes To The Financial Statements

SIGNIFICANT ACCOUNTING POLICIES

s of the Monroe Community Mental Health Authority (the

Authority) conform to accounting principles generally accepted in the United States of

America as applicable t
Board (GASB) is the
accounting and financi
significant accounting p

Reporting Entity

al reporting principles.
vlicies used by the Authority.

0 governmental units. The Governmental Accounting Standards

accepted standard-setting body for establishing governmental
The following is a summary of the

The Authority operates as a Community Mental Health Authority under the provisions of
Act 258 - Public Acts of 1974, as amended. The Authority provides funding for services

in the areas of mental il
needs for residents of M

ness, developmental disabilities, and other related mental health

pnroe County.

The accompanying financial statements have been prepared in accordance with criteria
established by the Goyernmental Accounting Standards Board for determining the

various governmental or
include significant ope
governmental organizatj
organizations are legall
application of the criteria

Government-Wide and

The government-wide f{
statement of activities)
Authority. For the most
statements. Governme
intergovernmental reven

rely to a significant exten

ganizations to be included in the reporting entity. These criteria
rational financial relationships that determine which of the

ons are a part of the Authority’s reporting entity, and which

y separate, component units of the Authority. Based on the
!

, the Authority does not contain any component units.

Fund Financial Statements

inancial statements (i.e. the statement of net assets and the

report information on all of the non-fiduciary activities of the
part, the effect of interfund activity has been removed from these
ntal activities, which normally are supported by taxes and

ues, are reported separately from business-type activities, which
1t on fees and charges for support.

13




Monroe Community Mental Health Authority

Notes To The Financial Statements

ties demonstrates the degree to which the direct expenses of a
program revenues. Direct expenses are those that are clearly
ific function. Program revenues include charges to consumers
who purchase, use or (directly benefit from services provided by a given function.
Program revenues also include grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function. Other items not properly
included among program revenues are reported instead as general revenues. Resources
that are dedicated internally are reported as general revenues rather than as program
revenues.

The statement of activi
function are offset by
identifiable with a speg

when constraints placed on them are either externally imposed or
utional provisions or enabling legislation. Internally imposed
designations of resources are not presented as restricted net assets. When both restricted
and unrestricted resources are available for use, generally it is the Authority’s policy to
use restricted resources first, then unrestricted resources as they are needed.

Net assets are restricted
are imposed by constit

Separate financial statements are provided for governmental funds and proprietary funds.
Major individual governmental funds are reported as separate columns in the fund

financial statements.
Measurement Focus, Basis of Accounting and Financial Statement Presentation

Government-Wide Financial Statements — The government-wide financial statements are
reported using the economic resources measurement focus and the accrual basis of

accounting. Revenues
liability is incurred, reg
items are recognized as
provider have been met.

are recorded when earned and expenses are recorded when a
ardless of the timing of related cash flows. Grants and similar
revenue as soon as all eligibility requirements imposed by the

14
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Governmental Fund Fir

onroe Community Mental Health Authority
Notes To The Financial Statements

vancial Statements - The governmental fund financial statements

are reported using the

accrual basis of accot
measurable and available.

collectible within the ¢

current period. For this
are collected within 6(
generally are recorded v

Modifications to the acg

only in the gove
Interest on gener
Debt service ex
payment is due.

Proprietary Fund Finang

Employees’ vest
amount of accur

current financial resources measurement focus and the modified
inting. Revenues are recognized as soon as they are both
Revenues are considered to be available when they are
urrent period or soon enough thereafter to pay liabilities of the
purpose, the Authority considers revenues to be available if they
days of the end of the current fiscal year end. Expenditures
vhen a liability is incurred, as under accrual accounting.

rual basis of accounting include:

ed annual leave is recorded as an expenditure when utilized. The
nulated annual leave unpaid at September 30, has been reported
rnment-wide financial statements.

ral long-term obligations is recognized when paid.

penditures and claims and judgments are recorded only when

rial Statements — The financial statements of the proprietary funds

are reported using the
accounting, similar to th

Private-sector standards
1989, are followed to t
guidance of the Governt

As a general rule the
government-wide finang

Proprietary funds distin
Operating revenues and
and delivering goods
operations. Any rever
revenues. The principz
other funds for insurang
the cost of claims, adi
meeting this definition 3

Fiduciary Funds — Pens
Authority is responsible
are custodial in nature
financial statements for
reporting. The governn
because its resources ar

~conomic resources measurement focus and the accrual basis of
le government-wide statements described above.

of accounting and financial reporting issued prior to December 1,
he extent that those standards do not conflict with or contradict
mental Accounting Standards Board.

= effect of interfund activity has been eliminated from the
rial statements.

guish operating revenues and expenses from non-operating items.
expenses generally result from providing services and producing
in connection with a proprietary fund’s principal ongoing
1ues not meeting this definition are reported as non-operating
1] operating revenues of the internal service fund are charges to
e services. Operating expenses for internal service funds include
ministration and reinsurance. Any revenues and expenses not
ire reported as non-operating revenues and expenses.

sion Trust Funds — These funds account for assets for which the
> as a trustee under the employee’s retirement plan. These funds
and recognize assets and liabilities on an accrual basis. The
these funds use the economic resources measurement focus for
rent-wide financial statements do not include the Fiduciary Funds
e not available to support the Authority’s programs.

15
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The Authority reports th

Governmental Funds

General Fund — This fu

onroe Community Mental Health Authority
Notes To The Financial Statements

e following major governmental and proprietary funds.

nd is the Authority’s primary operating fund. It accounts for all

financial resources of the Authority, except those required to be accounted for in other

funds.

Proprietary Funds

Internal Service Fund -
exposure of potential sh

Comparative Data

Comparative total data
understanding of the chs
presented in the prior ys
current year’s presentati

Budgetary Data

Budgets are adopted by
and prepared on the mo
the function level. The
as presented in this repc
adopted.

Cash and Cash Equiv

The Authority’s cash a
market funds, demand d

This fund represents amounts set aside to fund the net uninsured
prifalls of contract revenues.

for the prior year has been presented in order to provide an
anges in financial position and operations. Also, certain amounts
car may have been reclassified in order to be consistent with the
on.

the Authority for all governmental funds. The budget is adopted
dified accrual basis of accounting. The budget is also adopted at
budgeted revenues and expenditures for governmental fund types,
»rt, include any authorized amendments to the original budget as

lents

d cash equivalents are considered to be cash on hand, money
posits and certificates of deposit.

Michigan Compiled Laws, Section 129.91, authorized the Authority to deposit and invest
in the accounts of Federally insured banks, credit unions, and savings and loan
associations; bonds, securities and other direct obligations of the United States, or any
agency or instrumentality of the United States; United States government or Federal
agency obligation repurchase agreements; bankers’ acceptance of United States banks;
commercial paper rated by two standard rating agencies within the two highest
classifications, which mature not more than 270 days after the date of purchase;
obligations of the Stale of Michigan or its political subdivisions which are rated
investment grade; and mutual funds composed of investment vehicles which are legal for
direct investment by local units of government in Michigan. Financial institutions
eligible for deposit of public funds must maintain an office in Michigan. The Authority’s
deposits are in accordance with statutory authority.

16
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Receivables and Payab

Activity between funds
outstanding at the end
funds” (i.e. the current
(1.e. the non-current por
funds are reported as “‘d
the governmental activi
“internal balances”.

Receivables

Accounts receivable in 4
business and are stated 1

Due from other gover
Michigan Department of

Prepaid Items

Certain payments to ver
recorded as prepaid item

Inventory

The Authority does not
supplies is considered i
prone to wide fluctuatic
when purchased.

onroe Community Mental Health Authority
Notes To The Financial Statements

les between Funds

5 that are representative of lending / borrowing arrangements
of the fiscal year are referred to as either “due to / from other
portion of interfund loans) or “advances to / from other funds”
tion of interfund loans). All other outstanding balances between
ue / to other funds”. Any residual balances outstanding between
ties are reported in the government-wide financial statements as

a1l funds report amounts that have arisen in the ordinary course of
1et of allowances for uncollectible amounts.

nmental entities consist primarily of amounts due from the
 Community Health, the State of Michigan and local counties.

dors reflect costs applicable to future accounting periods and are
s in both government-wide and fund financial statements.

recognize as an asset inventories of supplies. The cost of these
mmaterial to the financial statements and the quantities are not
n from year to year. The costs of such supplies are expensed

17
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Capital Assets

Capital assets, which
governmental column i
defined by the Authorit
$3,000 and an estimateq
historical cost or estimas
assets are recorded at es

The costs of normal ma
materially extend assets

The Authority does not }

Major outlays for cap
constructed. Interest ing
interest expense was inc

Capital assets utilized i
governmental fund fin
government-wide financ

Capital assets of the At
following estimated uset

onroe Community Mental Health Authority
Notes To The Financial Statements

include property, plant and equipment, are reported in the
n the government-wide financial statements. Capital assets are
y as individual assets with an initial cost equal to or more than
d useful life in excess of two years. Such assets are recorded at
ited historical cost if purchased or constructed. Donated capital
timated fair value at the date of donation.

intenance and repairs that do not add to the value of the asset or
lives are not capitalized.

have infrastructure type assets.

ital assets and improvements are capitalized as projects are
rurred during construction of capital assets is not capitalized. No
urred during the current year.

n the governmental funds are recorded as expenditures in the
ancial statements. Depreciation expense is recorded in the
ial statements.

athority are depreciated using the straight line method over the
ful lives:

Assets Years
Equipment and Furnishings 3-20
Automobiles 5
Buildings and Improvements 25
Land Not Applicable — Not Depreciated

Restricted Assets

Cash has been restricted
contract revenues. Thes
financial institution.

to fund the net uninsured exposure of potential shortfalls of risk
e restricted assets are held in a separate cash account with a local

18
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Deferred Revenue

Deferred revenues arise
claim to them. In subs
when the Authority has
removed from the fund
and revenue is recognize

Governmental Fund -

The governmental fund
portions of fund balance

Estimates

The preparation of finan
principles requires mar
reported amounts of ass
reported amounts of re
results could differ from

Inpatient / Residential

The amount recorded
estimate. This estimatg
number of days each cl
facility.

The Authority does not 1
the service date. Thereft
after year end. Also, the
from third party payors t

Authority.

onroe Community Mental Health Authority
Notes To The Financial Statements

when resources are received by the Authority before it has a legal

equent periods, when the revenue recognition criterion is met, or
a legal claim to the resources, the liability for deferred revenue is

financial statements and government-wide financial statements,

rd.

Fund Balance Reserves and Designations

financial statements present fund balance reserves for those
not available for appropriation for expenditure.

cial statements in conformity with generally accepted accounting
ragement to make estimates and assumptions that affect the
ets and liabilities at the date of the financial statements and the
venues and expenditures during the reporting period. Actual
those estimates.

Cost Liability

for inpatient/residential liability is based on management’s
> is based on 1) the number of clients at each facility, 2) the
ient is at each facility, and 3) the daily rate charged for each

eceive actual billings for these services until several months after
ore, the liability is not liquidated within the normal 60 day period
> actual cost may vary from the estimated due to reimbursements
hat are applied to the total cost before the billings are sent to the

19




onroe Community Mental Health Authority

2.
Budgetary Information

Annual budgets are adoj
accepted accounting pri
fiscal year end. The Ay
system. The budgeted r
authorized amendments

1

Excess of Expenditures

P.A. 621 of 1978, Secti
expenditures in excess 0

During the year ended S

of the amounts appropria

3. DETAILED NO
Cash and Cash Equival

At September 30" the ¢
follows:

Notes To The Financial Statements

STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

pted at the function level and on a basis consistent with generally
nciples for the general fund. All annual appropriations lapse at

thority does not maintain a formalized encumbrance accounting

evenues and expenditures, as presented in this report, include any
to the original budget as adopted.

over Appropriations

on 18(1), as amended, provides that a local unit shall not incur
f the amount appropriated.

eptember 30, 2005, the Authority incurred expenditures in excess

ted as shown on page 29 of this report as unfavorable variances.

TES ON ALL FUNDS

ents

arrying amount of the Authority’s cash and investments are as

2005 2004
Petty Cash $1,764 $3,328
Checking and savings accounts 1,325,695 3,025,005
Certificates of deposit 5,000,000 5,000,000
Totals $6,327,459 $8,028,333

At year end, the carrying
bank balance was $7,35
depository insurance an
Authority believes that d
insurance, it is impracti
evaluates each financial i

the level of risk of each i

risk level are used as dep

amount of the Authority’s cash deposits was $6,325,695 and the
0,435, Of the bank balance, $200,000 was covered by federal
d the remaining was uninsured and uncollateralized. = The
ue to the dollar amounts of cash deposits and the limits of FDIC
cal to insure all bank deposits. As a result, the Authority
nstitution with which it deposits government funds and accesses
nstitution. Only those institutions with an acceptable estimated
psitories.
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Mpnroe Community Mental Health Authority
Notes To The Financial Statements

A detail of cash, cash equivalents and certificates of deposit follows:

2005 2004
Cash and cash equivalents — current assets $1,273,926 $2,716,919
Cash and cash equivalents — restricted
assets 53,533 311,414
Certificates of deposit 5,000,000 5,000,000
Total $6,327,459 $8,028,333

Due from Other Governmental Units -
Due from other governmental units as of September 30, consists of the following:

2005 2004
Michigan Department| of Community
Health — Various Federal Grants $57,323 $46,501
Washtenaw Community Health
Organization 585,845 -
County of Monroe - 375,852
Michigan Department| of Community
Health — 2004 Fiscal Year Amended Cost
Settlement 271,095
Medicaid — Children’s Model Waiver 211,383 159,044
Totals $1,125,646 $581,397
Capital Assets

Capital assets activity for

the year ended September 30, 2005 was as follows:

Governmental Beginning Ending

Activities Balance Additions Disposals Balance
Equipment and
Furnishings $796,550 $291,400 - $1,087,950
Automobiles 752,941 - $161,461 591,480
Buildings and
Improvements 693,832 - - 693,832
Land 54,000 - - 54,000
Sub-total cost 2,297,323 291,400 161,461 2,427,262
Accumulated
Depreciation 414,080 158,960 (152,549) 1,420,491
Net Capital
Assets $883,243 $1,006,771

21
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Mpnroe Community Mental Health Authority
Notes To The Financial Statements

Due to Other Governmental Units

Due to other governmental units as of September 30, consists of the following:

2005 2004
Washtenaw CMH — Medicaid Lapse $39,780 $120,883
Washtenaw CMH — Transfer of Medicaid
portion of Internal Service Fund - 260,136
Washtenaw CMH - 2003/2004 Fiscal Year
Adjustment 31,509 -

Michigan Department| of Community
Health — Cost Settlement Liability -
2002/2003 Fiscal Year - 235,317

Michigan Department| of Community
Health — Cost Settlement Liability -

2003/2004 Fiscal Year 693,371 693,371
MDCH - Inpatient Liability 79,192 119,180
Totals $843,852 $1,428,887

Accrued Wages and Other Payroll Liabilities

This liability represents amounts paid to employees during October that was earned
during September. Also|included are employer payroll taxes.

Deferred Revenue

Deferred revenue as of September 30, consists of the following:

2005 2004
General Fund Carry Over - MDCH Grant $187,777 $236,788
Title IVE - 140,467
Totals $187,777 $377,255

Long Term Liabilities - Compensated Absences

The Authority allows employees to carryover into the following year, any unused, paid
time off, up to a maximum of 216 hours. All regular full time employees accrue annual
leave on a monthly basis. Amounts accrued vary depending on the employee’s length of
service with the Authority. Upon termination of employment, annual leave balances are
paid at the current rate of pay. As of September 30, 2005 and 2004, compensated
absences liability was $223,496 and $210,237, respectively.

22




M

Long Term Liabilities

The Authority has long
the acquisition of Shar)
purposes as defined und
Accounting for Leases,
payments at the date of
made from unrestricted
follows:

— Capital Lease Obligations

onroe Community Mental Health Authority
Notes To The Financial Statements

term noncancelable capital leases with Ervin Leasing to finance
p Copiers. The leases qualify as capital leases for accounting
ler the Financial Accounting Standards Board Statement No. 13,
and therefore have been recorded at the future minimum lease
inception of the leases. Future minimum lease payments to be
revenues of the general fund under these capital leases are as

YEAR ENDING AMOUNT

SEPTEMBER 30,
2006 $5,966
2007 $5,966
2008 $5,966
2009 $497
The changes in long term liabilities during the 2005 fiscal year are as follows:
Governmental Beginning Ending

Activities Balance Additions Decreases Balance

Compensated
Absences $210,237 $13,259 - $223,496
Capital Leases 23,865 - $5,469 18,396

Operating Leases

The Authority has entered into various operating leases for the use of real and personal
property. Operating leases do not give rise to property rights or lease obligations, and
therefore, the lease agreements are not reflected in the government-wide financial

statements or the fund fi

nancial statements.

At September 30, the Authority was committed, subject to cancellation provisions, for

rental payments under operating leases as follows:

YEAR ENDING AMOUNT
SEPTEMBER 30,
2006 $468,460
2007 53,856
2008 5,966
2009 994
Thereafter -
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4. OTHER INFO-K
Retirement Plans

Monroe County Emj

Plan Description

Substantially all emplo
Employees Retirement S
death benefits to membg
financial report that
information for the Plan
Smith & Company, One

The most recent period
December 31, 2004. Th

2004 calendar year was §

Funding Policy

The plan’s funding polj
determined rates that, ex
to accumulate sufficier
contributions to the pens
actuarial funding method
accrued liabilities are bei

Employees of the Author

o
L

1.

onroe Community Mental Health Authority

Notes To The Financial Statements

RMATION

nloyees Retirement System

yees of the Authority are covered by the Monroe County
ystem (the “Plan”). The Plan provides retirement, disability and
rs and their beneficiaries. The Plan issues a publicly available
includes financial statements and required supplementary
That report may be obtained by writing to Gabriel, Roeder,
Towne Square, Suite 800, Southfield, Michigan 48076.

for which actuarial data was available was for the year ended
e Authority’s payroll for employees covered by the Plan for the

06,054,092.

cy provides for periodic employer contributions at actuarially
pressed as a percentage of annual covered payroll, are designed
nt assets to pay benefits when due. Periodic employer
ion plan are determined on an actuarial basis using an entry age
|. Normal cost is funded on a current basis. Unfunded actuarial
ng amortized as a level percent of payroll over future periods.

ity do not contribute to this plan.

GASB 25 Information

Actuarial Accrued Liabiljty

Retirees and beneficiaries currently receiving benefits $2.108,181
Terminated employees not yet receiving benefits 2,044,649
Present active members 8,934,505
Total actuarial accrued liability 13,087,335
Net assets available for benefits at actuarial value 18,896,231

Unfunded (over funded)

actuarial accrued liability ($5,808,896)
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Monroe Community Mental Health Authority

Notes To The Financial Statements

Social Security Opt Out Retirement Plan

Plan Description

On January 1, 1997, the Authority became a separate legal entity when it became the

Monroe Community M
employees did not auto

ental Health Authority. As a new governmental entity, its
atically receive social security coverage. For new governmental

entities, if employees are covered under a qualifying retirement plan, FICA is not
required. Medicare coverage is required. The Authority’s employees must vote to
request social security coverage.

During the year ended September 30, 1999, the Authority’s employees voted to elect out
of the social security system and provide for employer and employee contributions to a

money purchase pensio

plan. This election out of the social security system applies

only to full time employees of the Authority. All other employees remain within the

social security system.

Funding Policy

Employee contributions

to this plan are at the rate of 6.2% of gross wages; employer

contributions to this plan are at the rate of 5.0% of gross wages. Under this plan, all
contributions are immediately vested with the employee.

During the year ended September 30, 2005 and 2004, the Authority contributed $318,067

and $300,064, respective

ly, to this plan.

Post Employment Benefits

Plan Description

The Authority provides certain post employment health care benefits, in accordance with

labor contracts and persa
Authority shall provide
medical insurance cove
Authority at the time of
five years, the Authority|
Authority also is require
spouse and dependent ch

Funding Policy

nnel policy, to all employees who retire from the Authority. The
retirees who are receiving benefits from its retirement plan
rage. To qualify, an individual must be employed by the
retirement.  When the retired employee attains the age of sixty-
’s contribution shall be supplementary to Medicare Part B. The
d to provide certain medical insurance coverage to the retiree’s

ildren.

Participants employed prior to January 1, 1996 shall not be required to contribute to this
plan. Participants employed on or after this date shall be required to contribute 1.5% of

their wages to this plan.
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Monroe Community Mental Health Authority
Notes To The Financial Statements

Risk Management

Michigan Municipal Ri ‘k Management Authority

The Authority participated in the public entity risk pool — Michigan Municipal Risk
Management Authority (MMRMA) for liability, vehicle physical damage, and property
and crime.

MMRMA, a separate legal entity, is a self-insured association organized under the laws
of the State of Michigan to provide self-insurance protection against loss and risk
management services to \various Michigan governmental entities.

As a member of this pool, the Authority is responsible for paying all costs, including
damages, indemnification, and allocated loss adjustment for each occurrence that falls
within the member’s self-insured retention. If a covered loss exceeds MMRMA'’s limits,
all further payments for such loss are the sole obligation of the Authority. If for any
reason, the MMRMA'’s resources available to pay losses are depleted, the payment of all
unpaid losses of the Authority is the sole obligation of the Authority.

The Authority’s coverage limits are $5,000,000 for liability, $1,500,000 for vehicle
physical damage, and between $10,000 and $200,000,000 for property and crime. The
contribution made by the Authority to the MMRMA was $125,994 for the period July 1,
2005 to July 1, 2006.

Related Party Transactions

The Authority leases its Raisinsville Road facility from the Monroe County Municipal
Building Authority. The lease agreement dated May 21, 1987 provides for annual lease
payments of $284,316 and expires August 15, 2006.

Prior Period Adjustment

During the 2004 fiscal year, prior period adjustments consist of: 1) $81,787 of additional
Medicaid carryforward |dollars, and 2) ($3,161) of state facility cost overpayments.
During the 2005 fiscal year, prior period adjustments consist of adjustments to the 2004
fiscal year cost settlement with Washtenaw CMH Authority and the Michigan
Department of Community Health.

Compliance Audits

All governmental grants are subject to a transactional and compliance audit by the
grantors or their representatives. Therefore, an indeterminable contingency exists for
expenditures, which may be disallowed by the granting agencies.

26




REQUIRED SUPPLEMENTAL INFORMATION




Monroe Community Mental Health Authority

Statement Of Revenues. Expenditures And Changes

In Fund Balance - Budget And Actual

General Fund

For The Year Ended September 30, 2005

Budgeted Amounts Actual
Over (Under)
Original Final Actual Final Budget
Revenues
State grants
Department of community health contract $5.004.339 $5,083.284 $4.853.047 ($230,237)
Adult benefit waiver 342,945 324,891 287,777 (37.114)
Title XX - - 8.874 8,874
Other state revenues 16.406 16,406 16,353 (33)
Total state grants 5,363,690 5,424,581 5,166,051 (258,530)
Federal grants 430,290 425,260 474,556 49.296
Contributions - local units
County appropriations 997,803 997,803 997,803 -
Charges for services
Medicaid - Washtenaw CMH contract 17,108,889 17,478,920 18,263,944 785,024
Medicaid - other 310,705 310,705 145.656 (165,049)
Client and third party pay 147.305 147,305 178,858 31,553
Other earned contract revenue 129,786 161,350 193,965 32.615
Total charges for services 17,696,685 18.098,280 18,782,423 684,143
Interest and rents
Interest 88,653 136,921 168,032 31,111
Rents - - 23,448 23,448
Total interest and rents 88.653 136,921 191,480 54,559
Other revenues 12,474 17,174 5,934 (11,240)
Total revenues 24,589,595 25,100,019 25,618,247 518.228

The N

otes to the Financial Statements are an integral part of this statement.
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Monroe Community Mental Health Authority
Statement Of Revenues. Expenditures And Changes
In Fund Balance - Budget And Actual
General Fund
For The Year Ended September 30, 2005

Budgeted Amounts Actual
Over (Under)
Original Final Actual Final Budget
Expenditures
Health & Welfare - Mental Health
Current:
Personnel costs $9,130.141 $8.,944.141 $8.959.033 ($14.892)
Operating expenditures 15.304,866 15,786.351 16,221,115 (434.764)
Capital outlay 154,588 369,527 291.400 78,127
Debt service - - 5.469 (5.469)
Total expenditures 24,589,595 25.100,019 25,477,017 (376,998)
Revenues over (under) expenditures - - 141,230 141,230
Other financing sources (uses)
Operating transfers in - - 43 43
Excess of revenues and other sources
over expenditures and other uses - - 141,273 141,273
Fund balance, beginning of year 5,786.831 5,786,831 5,786,831 -
Prior period adjustment - - 239,586 239,586
Fund balance, end of year $5.786,831 $5,786.831 $6,167.690 $380,859

The Nates to the Financial Statements are an integral part of this statement.
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OTHER SUPPLEMENTAL INFORMATION




MONROE COMMUNITY MENTAL HEALTH AUTHORITY
SUPPORTING SCHEDULE OF PERSONNEL COSTS
FOR THE YEAR ENDING SEPTEMBER 30, 2005 AND 2004

Governmental Fund Types

General Fund

2005 2004
Personnel costs
Salaries and wages $6,867,442 $6,363,766
Fringe benefits 2,091,591 1,894,357
Total personnel costs $8,959,033 $8,258,123

The Notes to the Financial Statements are an integral part of this statement.
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MONROE COMMUNITY MENTAL HEALTH AUTHORITY
SUPPORTING SCHEDULE OF OPERATING EXPENDITURES
FOR THE YEAR ENDING SEPTEMBER 30, 2005 AND 2004

Governmental Fund Types

General Fund

2005 2004
Operating expenditures

Advertising $107,385 $41,201
Communications 142,036 112,269
Contractual services 6,883,994 7,246,971
Housing expense 81,909 72,068
Inpatient / hospital expense 741,289 595,339
Insurance 128,467 97.409
Local funds contribution 483,968 483,969
Other 109,224 183,342
Rental expense - buildings and other 607,448 500,724
Rental expense - state leases 196,420 161,549
Repairs and maintenance 183,508 123,230
Residential home services 4,482,453 3,963,036
State facilities expense 900,780 498,203
Supplies and small equipment|purchases 462,157 558,188
Training 221,950 142,000
Transportation and vehicle expense 270,592 241,241
Travel and conferences 121,366 92,585
Utilities 96,169 84,364

Total operating expenditures $16,221,115 $15,197,688

The Notes to the Financial Statements are an integral part of this statement.
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REPORT ON IN1
AND ON COMPLIA
FINANCIAL ST;
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Board of Directors
Monroe Community Me
Monroe, Michigan

We have audited the fir
fund of Monroe Comm
year ended September
financial statements, an
conducted our audit in
United States of Ameri
Government Auditing St

Internal Control over ]

In planning and perform
financial reporting in o
expressing our opinion
internal control over fin
financial reporting woul
might be material weaki
the design or operation @
to a relatively low level
that would be material in
not be detected within a

their assigned functions

financial reporting and it

ERNAL CONTROL OVER FINANCIAL REPORTING

NCE AND OTHER MATTERS BASED ON AN AUDIT OF

ATEMENTS PERFORMED IN ACCORDANCE WITH
DVERNMENT AUDITING STANDARDS

ntal Health Authority

1ancial statements of the governmental activities and each major
unity Mental Health Authority (the Authority) as of and for the

30, 2005, which collectively comprise the Authority’s basic

d have issued our report thereon dated February 13, 2006. We

accordance with auditing standards generally accepted in the
ca and the standards applicable to financial audits contained in
andards issued by the Comptroller General of the United States.

Financial Reporting

ing our audit, we considered the Authority’s internal control over
rder to determine our auditing procedures for the purpose of
on the financial statements and not to provide assurance on the
ancial reporting. Our consideration of the internal control over
d not necessarily disclose all matters in the internal control that
nesses. A material weakness is a reportable condition in which
f one or more of the internal control components does not reduce
the risk that misstatements caused by error or fraud in amounts
1 relation to the financial statements being audited may occur and
timely period by employees in the normal course of performing
We noted no matters involving the internal control over
s operation that we consider to be material weaknesses.

.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial
statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance
with which could have| a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

However, we noted other matters involving the internal control over financial reporting
that we have reported to management of the Authority, in a separate letter dated February
13, 2006.

This report is intended solely for the information and use of the audit committee,
management, and the Board of Directors, and is not intended to be and should not be used
by anyone other than these specified parties.

;Z,(,.g, Haite (o Pc.

Roslund, Prestage & Company, P.C.
Certified Public Accountants

February 13, 2006
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Board of Directors
Monroe Community Mental
Monroe, Michigan

In planning and performing

MANAGEMENT LETTER

Health Authority

our audit of the financial statements for Monroe Community Mental

Health Authority for the fiscal year ended September 30, 2005, we considered the internal
control structure to determine our auditing procedures for the purpose of expressing an opinion

on the financial statements 4

nd not to provide assurance on the internal control structure.

However, during our audit we became aware of matters that are opportunities for strengthening

internal controls and operating efficiency.
summarizes our comments and suggestions regarding those matters.

The memorandum that accompanies this letter

This letter does not affect our audit report dated February 16, 2006, on the financial statements of

Monroe Community Mental

We will review the status

of these comments during our next audit engagement.

Health Authority.

We have

discussed these comments and suggestions with management, and will be pleased to discuss
them in further detail at your convenience, to perform any additional study of these matters, or to
assist you in implementing the recommendations.

Sincerely,

KOS (u.\?, lrettie

Roslund, Prestage & Compa
Certified Public Accountant

February 16, 2006

-
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Monroe Community Mental

Page Two

Reconcile Accounts to Sup

Health Authority (Authority)

porting Documents

In order to make the financial reports generated by the accounting system as meaningful as

possible, the Authority sh

ould reconcile the general ledger accounts for all balance sheet

accounts to supporting documentation on a monthly basis. A benefit of monthly reconciliations
is that errors do not accumulate but can be identified and attributed to a particular period, which

makes it easier to perform fj

A reconciliation of account
ledger should be prepared t

3
o check that the recording of transactions is accurate and proper and

uture reconciliations.

receivable from the general ledger to the accounts receivable detail

that any adjustments to, or write-offs of, accounts receivable have been approved.

A reconciliation of accounts
register should be prepared

payable from the general ledger to the outstanding accounts payable

to determine that all additions to, and payments of, accounts payable

are correctly recorded and to determine whether there are any disputed items.

Other account balances, suc
also be reconciled and adjus

and adjustments will ensure meaningful and accurate financial statements.
to help in the management decision-making process.

statements can then be used

GASB Statement No. 45

Governmental Accounting
Reporting by Employers for
GASB in June of 2005. Oth
other than pensions that en
receive until after they stop

h as prepaid expenses, other receivables, other payables, etc., should
ted to the correct balances on a monthly basis. These reconciliations

The financial

Standards Board Statement No. 45, Accounting and Financial

Postemployment Benefits Other Than Pensions, was approved by the

er postemployment benefits are defined as postemployment benefits
nployees earn during their years of service but that they will not
working. They include all postemployment healthcare benefits and

any other type of benefits that are provided separately from a pension plan.

The basic premise of GASB
recognized when the employ

We recommend the Autho
postemployment benefits pa
standard is for the fiscal y
encouraged by the GASB.

45 is that other postemployment benefits are earned and should be
ee provides services, just like wages and compensated absences.

rity consider the effects of GASB 45 on any current or future
ckages. The effective date for the Authority to implement this new
car ending September 30, 2009. However, earlier application is




Monroe Community Mental Health Authority (Authority)
Page Three

Monitor Accounts Receivable and Timely Bill for Services Provided
During the 2005 fiscal ycarl the Authority was in the process of implementing new accounting

and reporting software for various centralized computer functions. During the implementation
process, the Authority was unable to timely bill payors for services provided.

In the future, we recommend management bill for services provided on a timely basis because
we believe that once a receivable is over 90 days old, it becomes increasingly difficult to collect.
Uncollected accounts result/in a direct decrease in fund balance and also a reduction of interest

income.

Perform Surprise Payroll Pay-outs

perform periodic surprise pay-outs at various locations of the Organization. This will require the
finance manager to distribute pay checks to each employee and to verify identification. If an
employee is sick or on vacation during the pay-out, that check should be held for the employee in
a safe. When the employee returns, the check should be given by the finance manager to the

As a precaution against the use of fictitious employees, we recommend that the finance manager
employee.

recommend that all employees be required to sign time sheets and submit them to their
supervisor or manager for approval. The supervisors or managers should also sign each time
sheet indicating review and approval of hours worked. The supervisors or managers should also
be responsible for obtaining the cards from employees and submitting them to the human

Time Sheets
Since time sheets are one of the source documents supporting the Authority’s labor expense, we
resources director in a timely manner.




